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Legislative Proposal Summary
Wisconsin Department of Revenue
Research and Policy Division

August 7, 2006
TITLE: ANGEL AND EARLY SEED INVESTMENT CREDITS

DESCRIPTION OF CURRENT LAW AND PROBLEM

Under current law, angel and early seed investment credits are treated like credits claimed by
businesses in the normal course of business. The amounts of the credits are added to taxable
income of the claimant in the year the credits are claimed to prevent the claimant from receiving
both a deduction and a credit for the same expenditure. However, the angel and early seed
credits are for venture capital investments, so that the investments are made by outsiders into a
business, rather than investments and expenditures made by a business into its own
operations. Hence, the double benefit of the credit does not apply to these credits to the same
extent it applies to other business credits.

Since the credits have the effect of reducing the cost of the investment, a better alternative is to
decrease the basis of the investment. This would be similar to how the federal government
handles the federal Investment Tax Credit.

RECOMMENDATION FOR ACTION

Delete the requirement that the amount of credits be added to taxable income of the claimants
and, instead, require that the basis of the property be decreased by the amount of the credits to
reflect the true cost of the investment to the taxpayer.

ADMINISTRATIVE IMPACT
Minimal.
-FAIRNESS/TAX EQUITY

The proposal would treat venture capital investments eligible for the angel and early seed
investment credits like other investments are treated and would not penalize investors in the
year investments are made.

IMPACT ON ECONOMIC DEVELOPMENT

None. The fiscal effect of this proposed tax change is minimal in relation to the iarge tax
advantage associated with claiming the credit. As such, it is unlikely to affect venture capital
investments or usage of the credits.

FISCAL EFFECT

Not including the amount of credit in taxable income will reduce income subject to tax in the
year the credit is claimed. Reducing the basis of the property will increase capital gains in the
year the property is sold. However, Wisconsin's 60% exclusion for the net capital gain from
assets held more than one year will decrease the amount of gain subject to tax.




The angel investment credit is limited to $3 million of credits per year and the early stage seed
investment credit to $3.5 million per year. The difference in tax treatment is largely attributable
to the 60% capital gains exclusion under current law that would apply to gains in the case of the
basis adjustment. The estimate assumes a tax rate of 6.5%. If the full amount of credits were
claimed each year, eliminating the add-back would reduce revenues by approximately $422,500
($6.5 million x 6.5%) per year. In addition, if all of the property were subject to the capital gains
exclusion, the basis adjustment on that amount of investment would increase revenues by an
estimated $169,000 ($6.5 million x 6.5% x 40%) at the time the investments were sold. As a
result, the overall fiscal effect of the proposal would be a revenue loss of $253,500 over the life
of the $6.5 million of investments. Since it is not known how long the investments would be held
or if they would be sold at a gain, it is also not known when, or if, the off-setting revenue gain
would occur.

DRAFTING INSTRUCTIONS

Delete the provisions in sections 71.05 (6)(a)15, 71.21 (4), 71.34 (1)(g), 71.45 (2)(a) and 77.92
(4) that require the amount of angel or early seed investment credits to be added to taxable
income in the year the credits are claimed. Require that the Wisconsin basis of the investment
be reduced by the amount of any credit awarded to reflect the true cost of the investment to the
investor.

Amend s. 71.05(6)(a) 15. to read as follows:

The amount of the credits computed under s. 71.07(2dd), (2de), (2di),2dL), (2dm), (2dr),
(2ds), (2dx), (3g), and (3s) {5b)-and-+(5d) and not passed through by a partnership,
limited liability company, or tax option corporation that has added that amount to the
partnership's, company's, or tax-option corporation under s. 71.21(4) or 71.34(1)(g).

Renumber s. 71.07(5b)(d) to s. 71.07(5b)(e)

Create s. s. 71.07(5b)(d) to read as follows:

Basis Adjustment. The Wisconsin adjusted basis of any early stage seed investment for
which a credit was claimed under par. (b) shall be reduced by the amount of credit offset
against Wisconsin income taxes. The Wisconsin basis of a partner’s interest in a
partnership, of a member’s interest in a limited liability company, or of stock in a tax-
option corporation shall be adjusted to take into account adjustments made under this
subdivision.

Renumber s. 71 .07(5d)(d) to s. 71.07(5d)(e)
Create s. 71.07(5d)(d) to read as follows:
Basis Adjustment. The Wisconsin adjusted basis of any bona fide angel investment for

which a credit was claimed under par. (b) shall be reduced by the amount of credit offset
against Wisconsin income taxes.




Amend s. 71.21(4) to read as follows:

Credits computed by a partnership under s. 71.07(2dd), (2de),(2di),(2dL), (2dm), (2ds),
(2dx), (39), (3s), and (3t);-anrd-(5b)-and passed through to partners shall be added to the
partnership's income

Amend s. 71.26(2)(a) and 71.34(1)(g) to strike reference to the credit computed under
s. 71.28(5b).

Renumber s. 71.28(5b)(d) to s. 71.28(5b)(e)

Create s. 71.28(5b)(d) to read as follows:
Basis adjustment. The Wisconsin adjusted basis of any early stage seed investment for
which a credit was claimed under par. (b) shall be reduced by the amount of credit offset
against Wisconsin income taxes. The Wisconsin basis of a partner’s interest in a
partnership, of a member’s interest in a limited liability company, or of stock in a tax-
option corporation shall be adjusted to take into account adjustments made under this
subdivision.

Amend s. 71.45(2)(1)10. to strike reference to the credit computéd under s. 71.47(5b).

Renumber s. 71.47(5b)(d) to s. 71.47(5b)(e)

Create s. 71.47(5b)(d) to read as follows:
Basis adjustment. The Wisconsin adjusted basis of any early stage seed investment for
which a credit was claimed under par. (b) shall be reduced by the amount of credit used
to offset against Wisconsin income taxes. The Wisconsin basis of a partner's interest in
a partnership, of a member’s interest in a limited liability company, or of stock in a tax-

option corporation shall be adjusted to take into account adjustments made under this
subdivision.

Amend s. 77.92(4) to strike reférence to the credit computed under s. 71.07(5b)
EFFECTIVE DATE AND/OR INITIAL APPLICABILITY

Effective for taxable years beginning in 2007.

INTERESTED/AFFECTED PARTIES

Venture capital and angel investors eligible for the credits.

DOR CONTACT PERSON

Michael Oakleaf, (608) 261-5173
Michael.oakleaf@dor.state.wi.us

MO:skr
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Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

This bill makes technical changes to the early stage seed investment and angel
investment income and franchise tax credits in order to facilitate the administration
of the credits.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

v
SECTION 1. 71.05 (6) (a) 15. of the statutes is amended to read:
71.05 (6) (a) 15. The amount of the credits computed unders. 71.07 (2dd), (2de),
(2di), (2d)), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3n), (3s), (3t), (3w), 5 ;

(5e), (5f), and (5h) and not passed through by a partnership, limited liability
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SECTION 1

1 company, or tax-option corporation that has added that amount to the partnership’s,
2 company’s, or tax-option corporation’s income under s. 71.21 (4) or 71.34 (1) (2.

15. is shown as affecte 3 acts of the %t&m d as merged by the revisor u(mfe? 13.93 (2) (o). Bitketed-Sand™>
483.

: ul
was inse y 2005 Wis, 79, but rendered surplusage by 2005 Wis, frrectiv iglation is pending NOFE: _
SN

History: 1987.a. 312;:1987 a. 411 ss. 42,43, 45,47 t0 49, 51-tq 53; 1989-a. 31, 46; 1991 a.2, 37,39, 269; 1993 2. 16,112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
403,453, 1997 a. 27, 35,39, 237, 19992, 9, 32, 44, 54, 65, 167, 2004 a. 16, 104, 105, 109: 2003 a, 85, 99, 119, 135, 183, 255, 289, 321, 326; 2005 a. 22, 25, 216, 254, 335, 361,
479, 483;5. 13.93 (2) (c).

SECTION 2. 71.07 (5b) (d) of the statutes is renumbered 71.07 (5b) (d) 1.

SECTION 3. 71.07 (5b) (d) ; of the statutes is created to read:

71.07 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (15 shall be reduced by the amount of the credit that is
offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest

in a partnership, a member’s interest in a limited liability company, or stock in a

e @ R n Rts = > I w1 S U U

tax-option corporation shall be adjusted to reflect adjustments made under this
v ,

10 subdivision.
' v

11 SECTION 4. 71.07 (5d) (d) 4. of the statutes is created to read:

12 71.07 (5d) (d) 4. The Wisconsin adjusted basis of any investment for which a
. v
13 credit is claimed under par. (b) shall be reduced by the amount of the credit that is

14 offset against Wisconsin income taxes.
v
15 SECTION 5. 71.21 (4) of the statutes is amended to read:
16 71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2d1),

v
17 (2d)), (2dL), (2dm), (2ds), (2dx), (3g), (3n), (3s), (3t), (3w), (5b); (5e), (6f), (5g), and (5h)

18 and passed through to partners shall be added to the partnership’s income.

History: 1987 a. 312, 411; 1989 a. 31; 1993 a. 112; 1995 a. 27, 400; 1997 a. 27: 2001 a. 16,2003 a. 99, 135, 255, 326; 2005 a. 74, 361, 479, 483; 5. 13.93 (2) ().

19 SECTION 6. 71.26 (2) (a) of the statutes is amended to read:
20 71.26 (2) (a) Corporations in general. The “net income” of a corporation means
21 the gross income as computed under the Internal Revenue Code as modified under

22 sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
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1 computed under s. 71.28 (1), (3), (4), and (5) minus, as provided under s. 71.28 (3) (¢)

2 7., the amount of the credit under s. 71.28 (3) that the taxpayer added to income
3 under this paragraph at the time that the taxpayer first claimed the credit plus the
4 amount of the credit computed under 8. 71.28 (1dd), (1de), (1di), (1dj), (ldL) (1dm),
5 (1ds), (1dx), (Sg) (3n), (3t), (3w), ééb)u (5e), (51), (5g), and (5h) and not passed through
6 by a partnership, limited liability company, or tax-option corporation that has added
7 that amount to the partnership’s, limited liability company’s, or tax-option
8 corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus the amount of losses from
9 the sale or other disposition of assets the gain from which would be wholly exempt
10 income, as defined in sub. (3) (L), if the assets were sold or otherwise disposed of at
11 a gain and minus,deductions, as computed under the Internal Revenue Code as
12 modified under sub. (3), plus or minus, as appropriate, an amount equal to the
13 difference between the federal basis and Wisconsin basis of any asset sold,
14  exchanged, abandoned, or otherwise disposed of in a taxable transaction during the
15 taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

NOTE: NOTE: Par<ayisshdwn as al Mﬂ legisla nd a ged by theweyisor under s. 13.9, :

History: 1987 a. 312; 1987.a. 411 5. 22, 124 t0 129; 1989 a. 31, 336; 1991 a. 37,39,221,269; 1993 a. 16, 112, 246, 263, 399, 437, 491; 1995 a. 77, 56, 351, 371, 380, 428;
1997 a. 27,37, 184,237, 1999 a. 9, 65,1999 a. 150 5. 672; 1999 2. 167,494; 2001 a, 16, 38, 106, 109; 2003 a. 33, 85,99, 135, 255, 326; 2005 a. 25, 74, 335, 361, 362, 479,
483;5. 13.93(2) (&)

16 SECTION 7. 71.28 (5b) (d) o the statutes is renumbered 71.28 (5b) (d) 1.

17 SECTION 8. 71.28 (5b) (d) 2. of the statutes is created to read:

18 71.28 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
19 credit is claimed under par. (Tgshall be reduced by the amount of the credit that is
20 offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
21 in a partnership, a member’s interest in a limited liability company, or stock in a
22 tax-option corporation shall be adjusted to reflect adjustments made under this

23 subdivision.
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v v
1 SECTION 9. 71.34 (1) (g) of the statutes is amended to read:

71.34 (1) () An addition shall be made for credits computed by a tax-option
corporation unders 71.28 (ldd) (1de), (1d1) (1dj), (1dL), (1dm), (1ds), (1dx), (3), (3g),

= W N

(3n), (3t), (3W) 4519% (5e), (5f) (5g), and (5h) and passed through to shareholders.
ectel Acts o isla d G Mﬁ%MMﬂ)m

History: 1987a 312 198?a 411 ss. 18, 23, 146; 1989 a. 31, 336; 1991 a. %%269 1993 a. 16, 437; 1995 a. 27, 380, 428; 1997 a. 27, 37, 237, 1999 a. 9, 194; 2001 a. 16,
109; 2003 a. 33, 99, 135,255, 326; 2005 a. 25 49,74, 361, 479, 483; 5. 13.93

SECTION 10. 71.45 (2) (a) 10. of the statutes i is amended to read:
71.45 (2) (a) 10. By adding to federal taxable i 1ncome the amount of credit
computed under s. 71.47 (1dd) to (1dx), (3n), (3w), (519% (5e), (5f), (5g), and (5h) and

not passed through by a partnership, limited liability company, or tax-—option

L 0w 3 o W

corporation that has added that amount to the partnership’s, limited liability
10 company’s, or tax-option corporation’s income under s. 71.21 (4) or 71.34 (1) (g) and

11 the amount of credit computed under s. 71.47 1), (3), (St), (4), and (5).

NO'

History: 1987 a. 312; 1989 a. 31, 336, 359; 1991 a. 37, 39, 269; !993% 112, 263, 437; 1995 a. 27, 56, 371, 380; 1997 a. 27, 37, 237; 1999 a. 9,65, 1999 a. 150 5. 672;
1999 2. 167, 194; 1a, 16,38, 109 2003 a. 37,85, 99, 135 255, 326; 2005 a. 74 297,335,361, 479, 483; 5..13.93 (2){c):

12 ECTION 11. 71.47 (5b) (d) 2. of the statutes is created to read:

13 71.47 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
14 credit is claimed under par"jb) shall be reduced by the amount of the credit that is
15 offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
16 in a partnership, a member’s interest in a limited liability company, or stock in a
17 tax-option corporation shall be adjusted to reflect adjustments made under this
18 subdivision‘./ .

19 SECTION 12. 77.92 (4) of the statutes is amended to read:

20 77.92 (4) “Net business income,” with respect to a partnership, means taxablé
21 income as calculated under section 703 of the Internal Revenue Code; plus the items
22 of income and gain under section 702 of the Internal Revenue Code, including taxable
23 state andbmunicipal bond interest and excluding nontaxable interest income or

wnbod]
o 7147 CSE) (L) otthe Stadutes (< fen
LC‘SEL o 71.47 ¢sb) ) I




1
2
3
4
5
6
7
8
9

10
11
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dividend income from federal government obligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not
deductible under s. 71.21; plus guaranteed payments to partners under section 707
(¢) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (2d)), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3s), (3n), (3t), (3w), 45]9‘;; (5e), (50),
(5g), and (5h); and plus or minus, as appropriate, transitional adjustments,
depreciation differences, and basis differences unders. 71.05 (13),(15),(16),(17), and
(19); but excluding income, gain, loss, and deductions from farming. “Net business
income,” with respect to a natural person, estate, or trust, means profit from a trade
or business for federal income tax purposes and includes net income derived as an

employee as defined in section 3121 (d) (3) of the Internal Revenue Code.

: E: - (4) is shown as affed acts of the 2005 Wisconshriegislature a peel BY therewisor Tndens, 13.93.2) () NOFE "

History: 1989 a. 335; 1991 a. 39, 269; 1993 a. 16, 112, 490; 1995 a. 27,209; 1997 a. 27; 1999 a. 9; 2001 a. 16; 2003 a. 99, 135, 255, 326; 2005 a. 74,361,479, 483;5. 13.93
2} (©). :

13
14
15
@
18
19

SECTION 9341. Initial applicability; Revenue.

(1) EARLY STAGE SEED AND ANGEL INVESTMENT CREDITS. The renumbering of
i >

sections 71.07 (5b) (d), 71.28 (5b) (d), and 71.47 (6b) (d) of the statutes, the
, v v - o P
amendment of 71.05 (6) (a) 15., 71.21 (4), 71.26 (2) (a), 71.34 (1) (g), 71.45 (2) (a) 10.
/ .

S

I
and 77.92 (4) of the statutes, and the creation of sections 71.07 (6b) (d) 2. and §5d) C))

v % AN

4.,71.28 (5b) (d) 2., and 71.47 (5b) (d) 2. of the statutes first axeﬁ)le};ears
beginning on January 1, 2007.

(END)
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Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION
This bill makes technical changes to the early stage seed investment and angel
investment income and franchise tax credits in order to facilitate the administration
of the credits.
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SE@TION I T105(6) (a) 15. {oﬁijhe statutes is amended to read T,
f’f ”i’ 1. 05 (ﬁ) (a) 10 The %ﬁunt of the cred1£§ comp\;%ed unde’f S. 7 FO’? (Zdé} (Qde)
/ f;zfdl) (2(13) (2dL) ( }m) (2dr), (st) (.Zﬁx) (3g), (311) (B’S) (3t) (3W,} 4518945@% and

4 ~ £

%“ (5e)/ (50, and /@h) and not g%ngvs”sed through by» a partnerslﬁp, limitec "habllity f

et
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SECTION 1

company, or tax-option corporation that has added that amount to the partnership’s,
company’s, or tax-option corporation’s income under s. 71.21 (4) or 71.34 (1) ().

SECTION 2. 71.07 (5b) (d) of the statutes is renumbered 71.07 (5b) (d) 1.

SECTION 3. 71.07 (5b) (d) 2. of the statutes is created to read:

71.07 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (b) shall be reduced by the amount of the credit that is
offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
in a partnership, a member’s interest in a limited liability company, or stock in a
tax-option corporation shall be adjusted to reflect adjustments made under this
subdivision. |

SECTION 4. 71.07 (5d) (d) 4. of the statutes is created to read:

71.07 (5d) (d) 4. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (b) shall be reduced by the amount of the credit that is

offset against Wisconsin income taxes.

s ity

/SQ?_J;IEON 5. 71.21 (4) of the statutes is amended to read: .=

o

ST

5(2(13) (2dL), (2dm), (2ds) (2dx), (3g), (3;};) (3s), (%)W%@&@e) (5f) (58') and (5h)§!
%and passed through to partners shall be added to the nartnprqhm S 1%

;.»w«w., .y
.

( 71.21 (4) Cre&“}ft@cumputed by a paxj;nershlp under s. 71.07 (2dd), (2de), (2d1), g

s - i
s e,

P SECTION 6. 71.26 (2) (a) of the statutes is amended T

{

! - i

'nf’ome of a corporation means

tl;e gross income as computed un&e&theerna} Revenue Code as modified under

S?lb. (3) minus the amount of recaptu Te under s. 71.28 ( 1d1) plus the amount of credit
i

cg%mputed under s. 71.28 (1), r ), (4), and (5) minus, as prov1deﬁmd§r s. 71 28 (3) (¢)

%

f
/
;
/
§7 the amount of the-credit under s. 71.28 (3) that the taxpayer added to income j

-~

funder this parag”;;ph at the time that the taxpayer first claimed the credit plus the

e st o

S
s
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S

R .

mount. of the credit computed under s. 71.28 (1dd), (1de), (1di), (1dj), (lyd;ﬁ)/ (1dm),

(1ds) (1dx), (3g7 ~(3n) (3t), (3w), £6b); (5e), (51), (5g), and (5h) and /g.a’c" passed through

by a partnership, hmlted hablhty company, or tax-option (:Qrﬁgratlon that has added

&f

f that amount to the partnershrps limited llab;la%y company’s, or tax-option
| ‘corporation’s income under s. 71.21 (4) 0«\‘7%1 ;g}/( 1) (g) plus the amount of losses from

the sale or other disposition of assets thé gam fré»m which would be wholly exempt

&

income, as defined in sub. (3) (L);af the assets were s;)TB\m; otherwise disposed of at
e

a gain and minus deductlons as computed under the Internal. Revenue Code as
e T
modified under sub. ,(8’) plus or minus, as appropriate, an amount’ egllal to the
e
difference betyeen the federal basis and Wisconsin basis of any asset sold,

exchanged; abandoned or otherwise disposed of in a taxable transaction during the J
S/

s

taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

SO s

SECTION 7. 71.28 (5b) (d) of the statutes is renumbered 71.28 (5b) (d) 1.

|

§

g —
d

SECTION 8. 71.28 (5b) (d) 2. of the statutes is created to read:

71.28 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (b) shall be reduced by the amount of the credit that is
offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
in a partnership, a member’s interest in a limited liability company, or stock in a

tax-option corporation shall be adjusted to reflect adjustments made under this

subdivision.
—SEecTION'9. 71.34 (1) () 03' the statutes is amended to read T “’”‘W
)
r 71.34 (1) (g9 " An adchtlon shall be made fap@redlts gomputed by aftazgoptlon 5

nders. 71.28 Ada, (1de), (1), (14j), (ldL),f’(ldrg)fﬁds) (1ds9), ®), (3g),
. (S
3n), (3{{ (3w), esb;(sea” (50, (58, and (5h) and passed through to M. /

SECTION 10. 71. 4

) (a) 10. of the statutes is amended. toread: [
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SEcCTION 10

ety

71.45 (2) (a) 10. By adding to federal taxable income the amount of credit

w s

f"““\‘,

e

/

omputed under sfﬁl 47 (ﬁdd) to (1dx), (3n), (3w), ééb%f” (“5‘6{ (50), (5g), and (5h) and ff
not passed tpfrough by a partnershlp, hmltgd hablhty C@mpany, or tax optlong
fx

corporatloig” that has addeci that amoum to the partners?up’sf’ hmltgdj}rablhtyl[

@ompa?ji s, or tax-option corp@ratlgn’é income under s. 71.21 (4) or 71.34 (1) (g) ane{

the/éffﬁount of credit computed under s. 71.47 (1), (3), (3t), (4), and (5). jwwwu

S

SECTION 11. 71.47 (5b) (d) of the statutes is renumbered 71.47 (5b) (d) 1.

SECTION 12. 71.47 (5b) (d) 2. of the statutes is created to read:

71.47 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (b) shall be reduced by the amount of the credit that is
offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
in a partnership, a member’s interest in a limited liability company, or stock in a
tax-option corporation shall be adjusted to reflect adjustments made under this

subdivision.

R

/ - ‘ ST of the statutes is amended to rei{/ .

f

77.92 (4) Net business income,” with respect to a partnership, means taxablex

f

of income and gain under sectlon 7 02 of the Interpa”f Revenue Code, including taxable

/’

state and municipal bond 1nterest andfe’xcludmg nontaxable interest income or

dividend income from federal goye’rnment thgamons; minus the items of loss and

deduction under section 7 CQ’{)? the Internal Revenue Code, except items that are not

deductible under s. %f%l' plus guaranteed payments to partners under section 707

/

(c) of the Inte;‘rfai Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),

(5{ and (6h); and plus or minus, as appropriate, transitional adjustments

P
f income as calculated under section 703 of the Internal Revenue Code; plus the items |
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SECTION 13

I
H e

s

1 } dep’rematlon dlfferences andbasm differencesunders. 71.05 (13), (15), (16), (17), and

34

|

!

{ (19) but exclu&ng m(;ome gain, los/@ﬁﬁﬂﬁgductlcns from jarming “Net business 5

2

3 1nc§0me W}‘fh respect i:o a natugafr/ erson, e§jtate or trust means prgﬁt fr(ﬁn a tl;age
4 E} or 5bu51gess for federal 1n001}»fe tax purposes and mcludes net Wfézme defr)ﬁ/d as’ an
5 1 7 , %Lj;@fl;lternal Revenue Code,

6 * SECTION 9341. Initial applicability; Revenue.

7 (1) EARLY STAGE SEED AND ANGEL INVESTMENT CREDITS. The renumbering of

8 sections 71.07 (5b) (d), 71.28 (5b) (d), and 71.47 (5b) (d) of the statutesd,%ﬁé
/ MW

stat - and the creation of sections 71.07 (6b) (d) 2. and (5d) (d)

11 4.,71.28 (5b) (d) 2., and 71.47 (5b) (d) 2. of the statutes first apply to taxable years
12 beginning on January 1, 2007.

13 (END)

D~ NetC
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This draft reconciles LRB-0724/1, LRB-1410/1 and LRB-1502/1. All of these drafts
should continue to appear in the compiled bill.
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DOA......Easton, BB0164 - Changes to angel and early stage seed
investment credits

FOR 2007-09 BUDGET -- NoT READY FOR INTRODUCTION

1 AN Act ...; relating to: the budget.

| Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

This bill makes technical changes to the early stage seed investment and angel
investment income and franchise tax credits in order to facilitate the administration
of the credits.

. For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.07 (5b) (d) of the statutes is renumbered 71.07 (6b) (d) 1.
SECTION 2. 71.07 (5b) (d) 2. of the statutes is created to read:

71.07 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a

ot o W o

credit is claimed under par. (b) shall be reduced by the amount of the credit that is
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SECTION 2
offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
in a partnership, a member’s interest in a limited liability company, or stock in a
tax-option corporation shall be adjusted to reflect adjustments made under this
subdivision.

SECTION 3. 71.07 (5d) (d) 4. of the statutes is created to read:

71.07 (8d) (d) 4. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (b) shall be reduced by the amount of the credit that is
offset against Wisconsin income taxes.

SECTION 4. 71.28 (5b) (d) of the statutes is renumbered 71.28 (5b) (d) 1.

SECTION 5. 71.28 (5b) (d) 2. of the statutes is created to read:

71.28 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (b) shall be reduced by the amount of the credit that is
offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
in a partnership, a member’s interest in a limited liability company, or stock in a
tax—option corporation shaﬂ be adjusted to reflect adjustments made under this
subdivision.

SECTION 6. 71.47 (5b) (d) of the statutes is renumbered 71.47 (5b) d) 1.

SECTION 7. 71.47 (5b) (d) 2. of the statutes is created to read:

71.47 (5b) (d) 2. The Wisconsin adjusted basis of any investment for which a
credit is claimed under par. (b) shall be reduced by the amount of the credit that is
offset against Wisconsin income taxes. The Wisconsin basis of a partner’s interest
in a partnership, a member’s interest in a limited liability company, or stock in a
tax-option corporation shall be adjusted to reflect adjustments made under this
subdivision.

SECTION 9341. Initial applicability; Revenue.
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SECTION 9341

(1) EARLY STAGE SEED AND ANGEL INVESTMENT CREDITS. The renumbering of
sections 71.07 (5b) (d), 71.28 (5b) (d), and 71.47 (5b) (d) of the statutes and the
creation of sections 71.07 (5b) (d) 2. and (5d) (d) 4., 71.28 (5b) (d) 2., and 71.47 (5b)
(d) 2. of the statutes first apply to taxéble years beginning on January 1, 2007.

(END)




